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COMMUNIST CHINA MAKES LARGE PURCHASE
OF CONSTRUCTION EQUIPMENT FROM JAPAN

Recent purchases by Communist China of 1, 500 pieces of heavy
construction equipment worth nearly $22 million indicate Peiping's
intent to build up its equipment park in order to meet future construc-
tion needs. The value of the new purchases is roughly equivalent to
the level of imports during the 3-year period 1958-60, when the 'leap
forward'" was at its height.

1. Size of the Purchase

Communist China has made two large purchases of construction
equipment from Japan during 1964. Early in the year, China bought
80 heavy bulldozers worth $2. 4 million from the Komatsu Manufacturing
Company. _l_/ A second order for equipment from the same company
was signed in November, and, to the surprise of the Japanese, it sud-
denly was increased from 700 units to 1, 510 units worth $19. 5 million. 2/
The order includes 870 bulldozers, 550 scrapers, 90 motor-graders, -
and an inventory of spare parts. Delivery under the second contract is
scheduled to begin in December and will be completed by the end of 1965.
Payment will be in cash, in contrast to the earlier order, which was
negotiated under deferred payment terms.

Coneidering the low level of capital construction since 1961 in
Communist China, $22 million worth of construction machinery is
an unusually large order. The two purchases together approximate
the total value of imports of similar equipment during the entire 3-year
period of the ''leap forward' {1958-60), when imports were at their
highest. From 1958 through 1960, China imported roughly $25 million
worth of construction equipment from the USSR, the Eurocpean Satel-
lites, and the Free World., During the economic slowdown after 1960,
total imports of construction equipment declined precipitously --
probably totaling about $100, 000 in 1962 and possibly nearly $1 million
in 1963, as shown in the table.
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Chinese Communist Imports of Construction Equipment

1958-63
Million US $
1958 1959 1960 1961 1962 1963
USSR 5.0 4,0 5.6 0.5 DNegl. 0.3
Poland 0.6 0.9 1.5 0.5 0.1 0.18f
Other
countries g/ 2.0 to 3.0 2.0 to 3.0 2.0 to 3.0 0.5 Negl. 0.5
Total 7.6 to 8.6 6.9 to 7.9 9.1 to 10.1 1.5 0.1 0.9

a. Estimate.

2. ﬂgnificance of the Purchase

The size and timing of the order suggest that the Chinese Communists
are restocking and modernizing their deteriorating park of construction
equipment. Although much of the machinery reportedly was purchased
for ""agricultural purposes,'' it is very unlikely that large, modern, ex-
pensive equipment of this type would be imported for farm use. Bull-
dozers, scrapers, and graders normally are used on projects requiring
the movement of large quantities of earth. Such projects would include
excavating, cutting, and filling for roaas and railroads; clearing and
grading sites for airfields and industrial construction; and moving earth
for dam construction.

The unexpected doubling of the order during the final stages of
negotiation may be connected with Communist China's current program 25X1D
of military construction. The Chinese are reportedly rushing to com-
25X1D  plete some of the railroad lines running to K'un-ming, 3/ and |l N

Fa major new airfield is under construction
near the North Vietnamese border at Ning-ming (22°07' N - 107°907' E).
The Chinese have employed an unusually large quantity of construction

machinery on this project -- including 50 scrapers, 80 bulldozers,
70 trucks, and 25 unidentified pieces of equipment. é/

-2 -

25X1C
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Sources:
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Analysts:

Coord: 25X1A
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